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Welcome and Introductions

v

Review of Requested MaineCare Data

» Presentation by Michael DeLorenzo, PhD, MaineHealth Management Coalition: Health
Care Costs in Maine

» Presentation by Elizabeth Mitchell, Executive Director, MaineHealth Management
Coalition: Efforts to Impact Healthcare Costs and Performance

» Presentation by Dr. Flanigan: MaineCare by the Numbers

» Review and Finalize Guiding Principles — Suggested Principles

Cost effective

High quality

Patient/consumer centered
Program Sustainability
Holistic and individualized approach based on unique needs
Flexibility (not one size fits all)
Evidence based
Innovation/technical approach
Data analytics

Collaboration

Payer alignment

Preventative

Medical necessity
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» Future Topics/Agendas
> Public Comment



PARTT

Sec. T-1. MaineCare Redesign Task Force established. The Commissioner of Health
and Human Services shall establish the MaineCare Redesign Task Force, referred to in this Part as "the
task force,” to provide detailed information that will enable the Legislature to redesign the MaineCare
program in a manner that will maintain high-quality, cost-effective services to populations in need of
health coverage, comply with the requirements of the federal Patient Protection and Affordable Care Act
of 2010 for state Medicaid programs and realize General Fund savings in fiscal year 2012-13 of
$3,250,000.

Sec. T-2. Task force membership. Notwithstanding Joint Rule 353, the task force consists of
the Commissioner of Health and Human Services or the commissioner's designee, who serves as chair of
the task force, and the following 8 members who are appoinied by the commissioner:

1. Two members of the MaineCare Advisory Committee, established pursuant to rule of the
Department of Health and Human Services, who represent MaineCare members;

2. Two members of the MaineCare Advisory Committee, established pursuant to rule of the
Department of Health and Human Services, who represent providers of MaineCare services;

3. One member of the public who has expertise in public health care policy;
4. One member of the public who has expertise in public health care financing;
3. One member of the public who has expertise in state fiscal policy; and

6. One member of the public who has expertise in economic policy.

Sec. T-3. Convening of task force. The task force shall convene no later than September 1,
2012.

Sec. T-4. Duties. The task force shall undertake a comprehensive review of the MaineCare
program established pursuant to the Maine Revised Statutes, Title 22, chapter 855. The task force shall
report on the following issues with regard to the MaineCare program:

1. Current eligibility levels, options for eligibility levels and changes to eligibility levels, including
any changes that will be required pursuant to the federal Patient Protection and Affordable Care Act of
2010,

2. Current benefits, options for benefits and any changes to benefits, including any changes that will
be required pursuant to the federal Patient Protection and Affordable Care Act of 2010;

3. Current premiums, cost-sharing and participation requirements, options for premiums, cost-
sharing and participation requirements and any changes to premiums, cost-sharing and participation
requirements, including any changes that will be required pursuant to the federal Patient Protection and
Affordable Care Act of 2010;

4. The current fiscal status of the MaineCare program, including an analysis of MaineCare spending
for the most recent 4 fiscal years and for the current biennium, with spending analysis detail provided by
provider type, by eligibility level and by funding source;

5. Current management and administrative strategies and options for management and
administrative strategies, including managed care, management of high-cost care and high-cost
utilization, prior authorization, accountable care organizations, value-based purchasing and contracted




and in-house administrative services;

6. A review of initiatives being used in other states’ Medicaid programs to deliver high-quality
services in a manner that is fiscally sustainable and cost-effective; and

7. Recommendations for redesign of the MaineCare program to achieve General Fand savings of
$3.250,000 during fiscal year 2012-13 and annually thereafter, including detailed information on any
required state plan amendments, applications and amendments to Medicaid waivers and amendments to
state law and rule that would be required to implement the redesign and achieve the savings. The
recommendations must include draft amendments to state law and rule to implement the redesign of
MaineCare.

Sec. T-5. Staffing; consultant services. The Department of Health and Human Services shall
provide necessary staffing services to the task force from its personnel. The department may contract for
staffing services to supplement the work of departmental personnel. The department shall contract for
professional services to research and prepare all necessary Medicaid state plan amendments and waiver
applications and amendments that will be required to implement the redesign of MaineCare under section
4 once the redesign is approved by the Legislature under section 7. The contract for professional services
must include, after action on the recommendations by the Legislature, final preparation, submission and
services necessary to the approval process of all Medicaid state plan amendments and waiver application
and amendments.

Sec. T-6. Report. The task force shall report to the joint standing committee of the Legislature
having jurisdiction over appropriations and financial affairs and the joint standing committee of the
Legislature having jurisdiction over health and human services matters as follows.

1. By November 15, 2012, the task force shall report on issues detailed in section 4.

2. By January 1, 2013 and by the first of each month thereafter until final federal action has been
completed, the task force shall file information regarding progress in the preparation of the Medicaid
state plan amendments and waiver applications and amendments.

Sec. T-7. Implementation; achievement of savings. If, after receipt of the
recommendations presented by the task force pursuant to section 6, subsection 1, the Legislature fails to
enact legislation in the First Regular Session of the 126th Legislature that achieves $5,250,000 in General
Fund savings in fiscal year 2012-13, the Commissioner of Health and Human Services shall make
recommendations to the Governor regarding the achievement of the balance of these savings through the
use of the temporary curtailment of allotment power specified in the Maine Revised Statutes, Title 5,
section 1668, and the Governor is authorized to achieve those savings using that power.
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Department of Health and Human Services
Commissioner’s Office

221 State Street

11 State House Station

Augusta, Maine (43533-0011

Tel.: (207) 287-3707; Fax (207) 287-3005
FPaul R tePage, Gavernor Mary C. Méyhew, Commissioner TTY Users: Dial 711 (Maine Relay)

September 12, 2012

To: MaineCare Redesign Task Force Members

From: Mary C. Mayhew, Commissioner, Department of Health and Human Services

DHHS is providing responses to inquiries made at the August 28, 2012 MaineCare Redesign Task Force
Meeting.

1. What tools are available to help manage Medicaid, i.e. ISPA, waivers, etc.?

Response: A State Plan is a contract between a state and the Federal government describing how
that state administers its Medicaid program. It gives an assurance that a state abides by Federal
rules and may claim Federal matching funds for its Medicaid program activities. The state plan
sets out groups of individuals to be covered, services to be provided, methodologies for providers
to be reimbursed and the administrative requirements that states must meet to participate.

States frequently send a state plan amendment, otherwise referred to as a SPA, to the Centers for
Medicare and Medicaid Services (CMS) for review and approval. There are many reasons why a
state might want to amend their state plan. For example, the state may wish to implement changes
required by Federal or state law, Federal or state regulations, or court orders. States also have the
flexibility to request permissible program changes, make corrections, or update their plan with
new information.

Under the Social Security Act, several sections allow states to waive government-mandated
requirements which pertain to Medicaid under certain circumstances. When a state uses this tool,
it is known as a “Medicaid waiver.” Medicaid waivers are designed to allow states to be more
flexible in providing health care options to their citizens, allowing states to save money and
patients to have more freedom of choice. Sections 1115, 1915(h), and 1915(¢) all contain specific
information about different types of Medicaid waivers and how they work.

Waivers are tools states can use to tesi new or existing ways to deliver and pay for health care
services in Medicaid and the Children’s Health Insurance Program (CHIP). There are four
primary types of waivers and demonstration projects:

Section 1115 Research & Demonstration Projects: States can apply for program flexibility to
test new or existing approaches to financing and delivering Medicaid and CHIP.

Section 1915(b) Managed Care Waivers: States can apply for waivers to provide services
through managed care delivery systems or otherwise limit people’s choice of providers.




Section 1915(c) Home and Community-Based Services Waivers: States can apply for waivers

to provide long-term care services in home and community settings rather than institutional
settings.

Concurrent Section 1915(h) and 1915(c) Waivers: States can apply to simultaneously
implement two types of waivers to provide a continuum of services to the elderly and people with
disabilities, as long as all Federal requirements for both programs are met.

1915() State Plan HCBS: State Options

Target the HCBS benefit to one or more specific populations

Establish separate additional needs-based criteria for individual HCBS

Establish a new Medicaid eligibility group for people who get State plan HCBS
Define the HCBS included in the benefit, including State- defined and CMS-approved
“other services” applicable to the population

¢ Option to allow any or all HCBS to be self-directed

. & @ 0

1915 (1) State Options:

e Target people already getting section 1915(c) waiver services
e Limit the number of people who will self-direct their PAS
¢ Limit the self-direction option to certain areas of the state, or offer it Statewide

1915 (k) Commumity First Choice State Plan Option

The “Community First Choice Option™ lets states provide home and community-based attendant
services to Medicaid enrollees with disabilities under their State Plan.

This option became available on October 1, 2011 and provides a 6 % increase in Federal
matching payments o States for expenditures related to this option.

Sources:

htpwww.medicaid. sov/State-Resource-Center/Medicaid-State-Plan-Amendments/Medicaid-
State-Plan-Amendments. html

http/fwww.medicaid. coviMedicad-CHIP-Proeram-Information/By-
Topics/Waivers/Waivers.himl

‘What are the Federal co-payment requirements?

Response: Please see Attachment A

Please provide Dr. Brenner’s Hot Spotters article as well as the data pulled for Maine.

Response: Please see Attachment B



What are other states doing for cost containment rmeasures?

Response: Please see Attachment C

What are other states doing in regard o0 Medicaid changes? What are policy think tanks in other
statcs publishing that may be of assistance?

Response: Please see Attachment D. This report is not all inclusive. Other information will be
provided on this topic at a later date.

What is the historical spending in Medicaid?

Response: Please see Attachment E

Please provide data on the growth of enrollment in Medicaid.

Response: Please see Attachment F



~ Attachment A

Co-Paymént Requirements



Attachment A — MaineCare Redesign

Copayments

Federal Allowable Copayment Amounts

State Payment for Services FY 2012 Maximum Copayment
$10.00 or less $0.65
$10.01 - $25.00 $1.30
$25.01 - $50.00 $2.55
$50.01 — more $3.80

Maine Current Copayment Amounts

When MaineCare pays . . . the member co-payment is
$10.00 or less S $0.50
$10.01 - $25.00 $1.00
$25.01 - $50.00 $2.00
$50.01 — more $3.00

Current MaineCare Service Copayment Amounts

MNon-Emergency Service *

Co-payments

Per day max Per monih max
Ambulance $3.00 $30.00
Chiropractor | $2.00 $20.00
Consumer Directed Attendant $3.00 $5.00
Purable Medical Equipment $3.00 $30.00
Federally Qualified Health Centers $3.00 $30.00
Home Health Services $3.00 $30.00
Hospital (inpatient and/or outpatient)** $3.00 $30.00
Laboratory $1.00 $10.00
Occupational Therapy $2.00 $30.00
Opticians $2.00 $20.00
Optometrists $3.00 $30.00
Physical Therapy $2.00 $20.00
Podiatrist $2.00 $20.00
Prescription Drugs **+* $3.00/ $30.00

prescription :
Private Duty Nursing $3.00 $5.00
Rural Health Center $3.00 $30.00
Speech $2.00 $20.00
Behavioral Health Services $2.00 $20.00




Attachment A —~ MaineCare Redesign

Federal Maximum Allowable Copayments

3

Services and Supplies Ehglble Populatlons by Famﬂy Income
<100% FPL 101 150% FPL >150% FPL

Instltutlonal Care (inpatient hospital 50% of cost for 50% of cost for 50% of cost for

-; care, rehab care, etc.) - Ist day of care - 1st day of care or - Istday of care !
; 10% of cost . or 20% of cost
' Non-Tnstitutional Care {(physician - $3.80 - 10% of costs : 20% of costs

- visits, physical therapy, etc.)

Non-emergency use of the ER - $3.80 $7.60 No limit
Drugs
- Preferred drugs ; 3.

$3.80 . $3.80 - 20% of cost

Other Considerations
*State Plan and/or Waiver Amendments are required for any changes to the current levels of cost sharing
and preminm amounts charged.
*The combination of premiums and cost-sharing must not exceed 5% of the members monthly or quarterly
income. Determination of monthly vs. quarterly income is determined by the State.
*All children under the age of 18 with income below 133% FPL will become exempt from cost sharing
and premivm requircments pursuant to the ACA.
*The State may terminate eligibility for Medicaid because of failure to pay a premium, however, the
termination cannot occur until the failure to pay such premium has continued for a period of 60 days or
more. A State may also waive payment of premium in any case where it determines that requiring the
payment would create an undue hardship.
*The State may permit a provider to require as a condition of the covered care, items or services to a
Medicaid-eligible individual, the individual to pay the cost sharing amount. A State Plan Amendment is
required.
*The State may not impose cost sharing for emergency room services (excluding non-emergency services),
hospice, family planning and preventative services provided to children under 18 years of age, regardless
of family income. All preventative services a state chooses to cover will become exempt eff. 1/1/13,
pursuant to the ACA.
*States have the option to impose higher, alternative premiums on other groups of enrollees, if their family
mcomes exceed 150% of the federal poverty level. Certain groups, such as institutionalized individuals and
most children are excluded from higher cost sharing.
*States may exempt additional groups of individuals from premiums or additional items or services from
cost sharing. States also may further reduce the premiums and cost sharing below the limitations specified
by the law.
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MaineCare Hospital Utilization Analysis for Cumberland, Kennebec, and
Penobscof Counties, FY2009 & FY2010

About the Project

The Camden Coalition of Healthcare Providers (CCHP} is an nine-year old strategic 1mt1at1ve with a mission to improve the
quality, capacity, and accessibility of the healthcare system for vulnerable populations in the City of Camden. The Camden
Coalition of Healthcare Providers has compiled the Camden Health Database, a citywide all-payor, all-provider claims
database that contains data on all hospital éncounters from 2002 through 2010. The Camden Health Database has shown to
be a tremendous tool for quantifying and analyzing local health trends. Using its expertise in managing and analyzing claims
data, CCHP has analyzed 2 years of Medicaid claims data from the MaineCare database. Data was extracted for three counties
{(Cumberland, Kennebec, and Penobscot) for the 2009 and 2010 ﬁsca.l years.

Summary of Fmdlngs

For the study area in 2009, MaineCare payed $123.7 million for 73,821°ED visits and 12,877 Inpatient (IP) visits made by
38,485 unique patients. For the study area in 2010, MaineCare p:iyc .'$136 8 million for 78,723 ED visits and 12,880
Inpatient visits made by 41,339 unique patlents o

614 (1%) of patients accounted for 31.6% of total hospital costs duz : the 2 year period ; 12,228 (20%) patients accounted

for 87% of costs durmg the 2 year period.

High utilizer patlents are defined as those patients with 6 or more' ED. wsn:s'.' / or:3' or more IP wisits during the 2 year time
period. 6,121 patients (9.9%) mer this "High Utilizer" deﬁmtlon__._: ile: Hig Utlhzer $ repmsented less than 10% of all
MaineCate pauents they accounted for 46% of all hospital costs.

Inpatient ngh Utihzers —_
The three most prevalent inpatient chagnosm for I—hgh U ilizers. wi f_;_z;-_alcohol—reiated disorders”, "mood disorders", and

"chronic obstructive pulmonary disease and bronchiectasis', Inpanent ngh Utilizers are 2.12 times more likely to have an
Inpatient stay with a diagnosis of "alcohol-related dlsorders ‘compared 10 non-High Utilizers, 1.97 times more likely to have
an inpatient stay with a diagnosis of ' 'chronic obstructive puimonary disease and bronchiectasis”, and 1.81 times more likely
to have a dlagnosw of "diabetes" compared to non—I—ngh Utlhzers 72% of all IP I—I1gh Utdlizers were over T age 34

ED High Utllur,ers i s .
The three most prevalent emergency. deparement diagnosis for High Urilizers were "sprains and strains”, "disorders of teeth
and jaw", and "other upper respiratory infections”: ED High Utilizers are 1.46 times more likely to have an ED visit with a
diagnosis of "anxiety disorders” compared to-non-High Utilizets, 1.46 times more likely to have an ED visit with a diagnosis
of "spondylosis; intervertebral disc ‘disorders; other back problems”, and 1.38 times more likely to have a diagnosis of
"Headache; mciudmg migrmne" 67% of ail ED ngh Utilizers were under age 35

Pordand (993), Bangol (462) Watervﬂle (426) and Augusta {357) had the highest prevalence of High Utilizer patients.
Together, these four towns contain 46% of all high utilizers. Of all towns with at least 200 MaineCare members, Waterville
{14.95%), Lincoln (12. 78%) and Wmslow (12.25%) had the bighest rate of High Utilizers.

Camden Qj@;&ﬁé&%mﬁ of
ﬁ%ﬁs%hﬁ&f@ ?‘*mwﬁﬁg
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MaineCare Hospital Utilization Analysis for Cumberland, Kennebec and Penobscot
Counties: 7/1/2008 - 6/30/201 0

Tota[ 'f:"_at|ents V|slts,_ Aroustank
Emergency Room T
Year Patients Visits  Charged Allowed Paid

FY09- 35270 73,821, $63,073,283  $47,651,400 * $25681,140-
FY10 37,931 78723 §$72429885  §$54,342377 530,072,805

|
Inpatient 5‘
Year  Patients Visits Charged ~ Allowed Paid oo
FY0O * 7310 12877 $167713214 $152870,768 - $08025526 |
FY10 7691 12,880 5186,698,504 §168,151,55% §106,692,703 .’

42% of Maine's population lives
within these 3 counties

Fiscal years (FYs) begin 7/1 and ends 6/30

Top % 'fotal Pald (m mllllons) inpatient Emergency Deparimaent

by cost Patients | Amount Percent Visits Percent @  Visits Percent
Tpercent 61400 88220 T L BIe% 8260 L s 183% A95T a3 T
5 percent 3069 | $1547 59.4% 8,765 A% 17,552 11.7%
10percent | 6138 81909 LU 73E0 0 2578 5000 20005 i ame
JOpercent 12276 | $2265 £6.9% © 17,980 84.3% L 49415 32.8%
30percent 18414 Sp406 . oaw UL igear U eno o age e dame

ADpercent 24552 | 2474 o5.0% | 19804 93.3% 62.6%
60percent L 36,828 $2550 | 979% : . 20,189 : i 947% . - 796% i
80percent 49104 . $2589  994% | 20397 95.6% | 90.6%
100percent ™ © 61,3807 . $2605° . 1100.0% 0y 21337000 1000%. 1504927 1000%

20% of patients account for 86.9% of costs

inpatient Total Paid Zmargengy Depariment Total Paid

Visits  Patients Percent (inmillions} perPatient Visits Count Percent (in millions) PerPatient

1 10,190 74.6% $80.6 $7,912 1 26,504 46.8% $9.5 $358

2 2,038 14.9% $39.8 $19,507 2-3 19,095 33.7% $15.7 $823
2l 35 1,136 8.3% $48.1 $42,299 4-5 5914 10.4% $9.2 $1,551
é 6-10 248 1.8% $27.0 $108,704 [ 610 3,805 6.7% $10.6 $2,783
2| 11-20 51 0.4% $8.0 $157,319 gl 11-25 819 1.4% $4.1 $5,006
£| >20 4 0.0% $13 $324,204 £l 2650 265 0.5% $2.1 $7,673

High 1439 105% 4843 $58,605 T| 100-200 144 0.3% 522 515,089

Utiizers | >200 35 0.1% $1.0 528 890
*Costs tl}mughout this report reflect claim payrents and do High 5168 9.1% 5209 54,134
not consider any off-claim settfements or adjustments. Utilizers g

General acute hospital payments are estimated based on a
proportion (cost to charge ratio) of the allowed amount on
the claim. Camden Coalition of Healthcare Providers - MaineCare Analysis | 1



MaineCare Hospital Utilization Analysis for Cumberland, Kennebec and Penobscot Counties

2.3% Patients

Paid

50% 48.2%
40% 1
30%
20%T
1%
0 =
65 years
& over

0.7%
SR

race breakdown
for all patients

Asian Mative Ametican
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MaineCare Hospital Utilization Analysis for Cumberland, Kennebec and Penobscot Counties

Cumberland, Kennebec and Penobscot MaineCare patients by inpatient and
emergency visits, FY09 — FY10

Emergency Inpatient Visits
Department _
Visits | » 3 or more

' ".'INP Utlllzers

Oto3 ' Patients: 1,335 (3%) |
$1 0.m1|EIOﬂ (2%)
_ ] AugEDamount
Potential High ED Utl!lzers - paid per visit: $490.
. i -Patlents 4425 (9%) : ; Totai P amount pald.
4 -.TotaI.ED amount paid: $6.6 million a 5%) $26.1 million (16%
tod ~“Avg ED amount paid per visit: $341 A"Q’P_amo‘*“t
 Total P amount paid: $5.0 million (3%)
“AvgIPai ' 56,783
6 or more

Camden Coatition of Healthcare Providers - MaineCare Analysis | 3



MaineCare Hospital Utilization Analysis for Cumberland, Kennebec and Penobscot Counties

High
Utilizer Total odds
Primary D:agnosrs Incadence Incidence ratio
. _'Sprams and stralns 2 672'-3"'_ 8408 108 S
Disorders of teeth and jaw - I o 2,604 . 6,658 1.34
“other upperresplratorylnfectlons_:-:if__',_:'=:___”_ i i 2555 10,381 082
Superﬁcral lnjury, contus:on - . o 2, 535 9,080 094
'.':'Abdommal pain . EERe "ﬁ:- R ) 2 472.'::__ s ; 6,897 g ."-ff,:22-:"_- e
Spondyiosls, intervertebra[ dlsc dlsorders, other back problems 1 855 - .4,34.7 146
':_3Headache, |nc[ud|ng m|grame 1,279 3,149 : 138
' Skin and subcutaneous tlssue |nfect|ons - 1,180 3,4.76' 15
. ‘Mood disorders S R e B8 B0 28
Otitis media and related condltlons . . 1,068 . 4,865 o073
i Other connectrve tissue disease T T e g 2, 832 .0 L1
Other nervous system disorders . - 929 . 2311 136
Urmary Tract Infection "0 TS e g0l e 9 793 T s
Other non-traumatic Jomt dlsorders - 801 ”2,138' : 127
| Nonspecific chestpain - =1 b 792 0050 - 0.90
Nausea and vomltmg '. - 782 o '2.,6'29 1.00
-"ﬁ':.'Anxrety drsorders LN 765 1,780 s 46
Other compllcatrons of pregnancy 727 2270 108
ConAsthma e T T 0 00 08
~ Other lowerresplratcry dlsease . o . 698 2,596 0.91

g
=3
~

© 00N O U R WL N s

s
o.

Tpa o TR e e T
R I RTR T T S N P N

20

High
Utilizer Total odds
Rank Primary Diagnosis Incidence lnudence ratlo

Mood disorders 256 746 1.07

2
3 Chronic obstructive pulmonary disease and bronichiectasls, -~~~ 239 50 3920 0t qeg
4 .Pneumonia ' ' - 185 ' 538 o 1.08
5 'Compircatron of device: |mplant orgraft 1 79 296 191
6 Compircatrons of surgrcal procedures or medlca! 75 339 1.63
7o '_'-Nonspecrﬁc chest Pl e e 174 ‘367 149
8 Substance relatecf drsorders . 174 680 079
10 Pancreatrc drsorders (not dlabetes) 158 2462 1.71
1740 Septicemia (exceptinabor) Ul S T T ss T L g Ty
12 Rehabilitation care; fitting of prostheses, and ' 145 253 1.81
R ERS .:_ Respiratory failure; lnsufﬁuency, airest {adult) ':.'_':'14_0 b : 233 e 189
14 Maintenance chemotherapy, radlotherapy . 130 143 287
515 ."-:'_:'Congestrve heart failure; nonhypertensrve - gy SU2200 N e
16 Fluidand electrolyte dlsorders . nz 247 1.49
17 Othet complicationsiof pregnancy: " -1 v s TR ITE 608 T 08
18 Coronaty atherosclerosis and other heart dlsease ERT I 238 ' 1.48
119+ Skin and subcutaneous tissuie rnfectlons R N EROTeY 1 B 356 097
20 Schizophrenia and other psychotic dlsorders 107 263 127
Camden Coalition of Healthcare Providers - MaineCare Analysis | 4



MaineCare Hospital Utilization Analysis for Cumberland, Kennebec and Penobscot Counties

Prlmary Dlagnoﬂs for Visit Patients Visits Charges Paid
“Other uppét respiratory infections S oL i 3900 5. 53687 :._-'$2 418,647 5 LUS1128656 0
(titis media and related condltlons 3,018 3,796 $1,610,963 $806,380
" Sitperficial injuiry; comtusion W ARt Sl o 2.927 o 3.239 L $1.:639:,79G. i _'..-I$:.6:.89,'2.27 B
Fever of unknown orlgm 1,730 2,011 51,198,701 $552,812
Viedlitecten 4 — o 1526 1,673 $774,510 $342159
Open wounds of head neck and trunk 511 1,630 $1,065,351 $556,887
_Sprams and Strams . T o i :.. : 3 1‘387 i 11501 B 51,000,689 ::_._:. :’_5388 633 o
Gther i |nJur|es and conditlons due to external causes 1,278 1,368 $935,037 . $390,978
~Allergic feacticng - 5 LT T s TR FET g g S IR ¥7 .y v 1) $244,624
Nausea and vomltlng 976 1,094 - $602,589 $294,256
Olpen wouinds of extrémities - -+ S 025 0BG L 8723600 0 1 5365,045
Abdominal pain ' 899 1,057 $1,239,219 $417,107
'Frac'iure of upper'|imb'." UL 855 PR .":"914_ ! 53'105,251 RESR 5501,458
Other lower resplratory d|sease 758 805 $459,724 $225,815
SAstha T T T T R e T ea 0 608,586 1 $207,042
Inflammation; infectlon of eye (except that caused by tubercu105|s) 634 671 $234,941 $12(},.414
Other ear and sense organ disorders LR Ees T Teas e 60a0,4 200 0 T §923,280 0
Skin and subcutaneous tlssue lnfectmns 548 637 $338,613 $163,241
Prgumona T I e e e R g e g g e 030,008
Other skin disorders . . 566 . &0 . $210,073 . S]Of,325
Other gastrointéstinial disordars | 11171 T L e T B0 sE 6838 1410 0 6138,200 0 T
Moninfectious gastroenteritis . 523 547 $346,004 5149,354
'Aftéhtion-'deﬁc'it,fcé'ridi:ct,'arfid disryptive behavior disorders 7.0 365 L 546 i $382,6797 T 8196,5610 L
Urinary Tract Infectlon 417 480 $351,113 $136,843
Anflueniza * b T R BT e 060,782 118,703
Acute bronchitis . 431 468 $357,120 $165,635

anary Dlagnos|s for V|s|t Patients Visits Charges Paid
Preumonia’ 1 n e e e a8 61,424,997, 0 L 4855,393 1
Acute bronch:tls 129 156 $1,310,839 $771,710
Asthimia " LU R e e T 0 Y A6 T 8708,316. 7 6418705
Liveborn 67 93 $3,760,772 $2,198,113
FIu:d and electrolyte d;sorders s S L 71 SRR TRTNR v AUl L :.:$38'1,808-.'” _:_ 6226,747.
Epilepsy; convulsions 68 86 $902,186 $542,781
Maintenance chémotherapy; radlotherapy S T e L g T 08609 T $571,205."
Appendicitis and other appendiceal condltlons 54 69 $970 338 . .56.01,638
Complication of device; implant orgraft. # 5:75 FEERvE eI L 38T I e $1 }’59 369’ Bt :"-‘431_;%)"26,";529'3.:
Mood disorders - 50 64 $1,005,412 $648,639
Otherupper resplratory infections - Tl s e g TS 080,446. D 865,777
Skin and subcutaneous tissue infections 49 55 $458,521 $277,133
Urinary Tract Infection 35 52 $285,689 . $168,015
‘Other perinatal conditions "7 TR e e g ot g T Ggs0,8210 1 5484,688. 1
Fever of unknown origin 36 43 $583,191 $342,886
Other gastroiftestinal disorders '+ 1« 17 TR T L 7 g T Se82,207 T 8404,200.
Complications of surgical procedures or medical ' 20 . 40 . $897,834 $516,658

Camden Coalition of Healthcare Providers - MaineCare Analysis | 5



MaineCare Hospital Utilization Analysis for Cumberland, Kennebec and Penobscot Counties

Primary Dlagnosls for Vlslt Pataents Vlsnts Charges Paid

Sprains and strains . T R s 4,799. 6 150 184,400,980 51,708,166 T
Disorders of teeth andjaw 3,593 6,005 $2,865,540 $1 ;474,033
Abdominal i pam R : :_ 3,432 "S,_i'f_)o_': g 962 659 S $2,82I,222 L
Superﬁclal injury; contusion 3,953 5013 $4,059,488 $1,444,951
Otherupper respiratory infections. -+ =1 T a1 a3 T 0sD,365,519 0 161,056,008 T
Spondylosis; intervertebral dlsc dlSOi’derS other back problems 2450 3,489 $2,531,268 $1,093,021
Headache; including migraime ~°1 . 01 LT T g7y 881 52,940,309 ) $1,200,500
Skin and subcutaneeus tlssue |nfectaons 1,641 2,444 51,812,431 $847,147

Mood disgrders " T T B e e S g 0, 407.834 19,7040 0
Other Comphcatlons of pregnancy 1,562 2,300 $2,162,912 41,007,451
UrtnaryTract !nfection 18 L EASEE o RS --3__.'1'1;6_5'3' R --'._._:2,.05_5_:'- -'.."'._:'$:2,€)26,096_:_' ::-':_' ':' :5?_28:,'675 B R
Other connective tissue disease 1,708 2,047 $1,313,468 $559,828

Open wounds.of: extrernltles e SRR SRR o7 CR2033 T USNTABT66 T 5839887 5
Nonspectﬁc chest pain : 1,447 1,948 53,760,319 $1,520,138

Othar. nervous Systein dlsorders T _ DR e ass U eas $1,550,202 1 S $_609_,b43:_ 5 L
Other non traumatICJomt dlsorders 1,236 1,495 $949 001 $398_,T 75

Other injuries arid condltlons due 1o extemal causes__.?:{ e rmiyeon j---1,=}'6.0'.; : L Sl 510,803' $559576 e
Anxiety disorders 1,017 1,389 51,114,052 $505,725
Nauseaand vomniting 5 7T s L Ty gk 370 T s s87,187 T se62,348 1
Other lower respiratory disease 1,215 1,369 $I,431,947 _ $551,832

Chionic obstructive pulmonary diseasé and bronchiectasis: =~ 1+ 71,15200 11,2800 £ 61,006,007 w0 8420142 11
Asthma 889 1,219 $1,069,547 $489,771
Allerglc reacttons : 1,024 11194 $644,506 - o $321‘939 =
Alcohol related dlsorders 606 1,165 $1,575,459 $658,034

.Viral [nfectlon i .: i . :._ LR o . - .. 1,016 vk 3'1 GBZ - .- ‘::_ $739,802 $294 090 :_.:::. o
Open wounds of head; neck. and trunk 914 1,629 51,041,280 $446 792

“Otitis media and related donditions =170 Il R I R N ;;;_152”,'629 e 223ad7

Primary Diagnosis for Visit Patients Visits Charges Paid
OB-related trauma to perineum: andvulva AP PR I A0 A SRS 11 SR U5 ¥ S 786,615,152 44285861
Other complications of blrth puerperlum affectlng 647 780 $6,674,315 $4,138,255
Othercomphcations of pregnancy S e e T RER T 18 S 8645082 80)560,565.
Substance-related disorders 520 69 $4,298,701 $2,993,821
‘Alcoholrelated disoreers -+, "t et T T TR s T 43,600,384 7 §0,659478.
Mood disorders " ' a5 614 $5967,122  §3,773,585
Previous Cosection =~ - T T I e T gE 56,368,040 T $3,040,177. 0
Pfolonged pregnancy 459 522 54,212,755 $2,611 ,1.58
Niormal pregnancy andfor delivery . =5 0 100 0 SRR T 3390000 a7E . §1,708417 : '$1';G52_,'1'37-3'_ S
Polyhydrammios and other problems of amniotic 296 339 $3,158,202 $1,913,253

Fetal distress and abhommalforces of labot, 7T g3 U308 2,701,620 CSLT01IAT
Hypertension comphcatmg pregnancy, ch:ldblrth and the . 245 205 53,375,659 $2,072,074

Early orthreatened fabor: " i e T R T g6 T gyg ST a73,4107 T T,100,771
Nialposition; malpresentation ' o 204 237 $2,506,037 41,600,724

Skin arid subiutaneoiis tissue infections T LT g LT 0938 162,270,454 0 §1/4086207
Pancreatic disorders (not d!abetes) . 118 223 52,782,116 $1,650,512
Diabetes SR e e e L g 52,109550 "_"'_'-'§1_..272,3_22'
Pneumonia 145 200 $2,887,179 $1,839,766
Nonspé'ciﬁc chest pain G T RN £ C 0 i 1977 $1,533,994 ""$_97'1',:08_0:
Poisoning by other medications and drugs . . 115 187 51,388,190 $887,053
Umilical cord compllcat!on S e T R S I A F - L R W2 Rt _-_“-._'$6'90,_5'QS_:; i
Schizophrenia and other psychotic dlsorders 98 17¢ $1,677,082 $1,104,207
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MaineCare Hospital Utilization Analysis for Cumberland, Kennebec and Penobscot Counties

Prlmary Dlagnos:s for \hsit Patients Visits Charges Paid
‘Nonspecificchest pain- R 62 SRR Toy SR 52309369 $895,309
Superﬁcsai |njury, contusmn 722 875 $759,063 $250,877
U e ey oy s seatast T saangrs
Spondylosls mtervertebral chsc dlsorders, other back problems 533 776 $534,284 $213,568
Spraing and strains L DT L T 08 L 7a 560,735 $219,601
Alcohol-related d|sorders 242 743 $964,570 $398,957
Chmnico'bﬁtruc”tive 'iﬁulmbnary-diﬁéase andbmnchnectas:s -468° S 728 3916217 4a3gAT
Other connective tissue dlsease 447 53¢ $395,631 $148,258
D:soa’ders ofteethandjaw S B R T IR SSABO $217,815 L $1 19 669'_".:-'_:
Skin and subcutaneous tissue lnfectlons 333 469 $379,231 $156,278
Otherlower resp|ratory d!sease - 389 o 464 o S572,870 5205,300
Other upper respiratory infections 375 456 $267,276 $102,372
Otﬁéi"ﬁ'ér\?ou.s sysfém'disérdérS' e R R : £330 422 3474,965 $1?I,989
Other non-traumatlc jomt dlsorders 327 . 407 $268,303 $101,825
Mood dlsorders ER ey .E i .“-_2.51 Siagieh 389 .5407_."3:67.'-:;_ '.'----.:':_5_1373,0'54-
I-!eadache, mcludmg mlgralne 241 366 $411,279 $158,360
Anxity disorders™ i+ 1Lt e e e L ABE T U B0B 82160187 T S0a090
Open wournls of extremities 275 304 §227,410 498,957
Urinaty Tracttnfection 7 e e e g g T §305,634, 0 491,883
Otheri m;unes and condltlons due to external causes 260 282 $368,570 . $124,339
Asthma < T L e T T e T e 30 g1 12,480
Residual codes: unclass:ﬁed - 212 239 $297,140 495,812
Nausea and vomiting: T e T g 09 Y §207,007 4 6103,682
Conditicns assDCIated w:th d|zzmess or vert:go 191 227 $291,753 $93,501
Prietinonia o e s e T D g e 630,206 5 T 8115,636 1

Abdommal pain

Primary Diagnosis for Visit Patients Visits Charges Paid
Chronic obstructive puimonary disease and bronchiectasis 10 221 T Taye L T Ba21641T L 92,151,327
Alcohol-related disorders ' 175 416 $2,920,169 $2,042,555
Re'spir'atory:féilme;' insufficienicy; arrest {adult). it o R 004 T 84,400,332 082,306,910
Septicemia (exceptln Iaboi) . 172 292 $7,720,849 $4,3?7,668
Preummonia ot T e s 28T 83,021,937 T S1594,784
Nonspecific chest pain ' ' ' 168 250 | $1,733,547 $1,029,170
Corigestive heart failure; nonhypertensive - &0 1 L T BA T T g0 82,935,058, T $1,298,613.
Coronary atherosclerosis and other heart disease . . 153 . 219 55,45?;,305 52,927,829
Acute myocardlalmfarctnon (AM - PR LI SRRt SRR '136'.'“:"'.'3._' TR T USA,042,676 7 :S'2,11'0,939. :
Rehabilitaticn care; ﬁttlng of prostheses and 160 . 209 $4,032,899 $2,244,709
Mood, dlsorders R R e ST ": ':-;.19_4__"_}' 52,977,767 - $1,677,150.
Comphcanons of surgtcal procedures or mecflcal 122 177 53,877,685 $2.,1.21,1.42
Osteoarthsitis #5507 B T e e B g7 CUITLET 84,250,454 7T 152,304,620
Schlzophrenla and other psychotlc dISOTCfEE’S 71 164 . $1,810,266 . $951,985
Cardiac dysrhythmlas e e L T e T L0 T 020,202 i 5966, 771:';
Complication of device; |mplant or graft . 89 . ..142.. $4,002,.734. $1 855,960
Skin and subcutaneous tissue infections: . oL T EE T 380 L T S,600,728 074,125 5
Acute cerebrovascular disease ' . 94 . 128 $3.1 79,557 $1,468,345
Pancreatic disorders (not diabetes) "0 T T T e U 8 T 618,950 0 T T9931,509
Acute and unspeaﬁed renaifallure S . . . 85 122 51,376,749 $613,959
Digbetes " v e e g0 122 U81,760,447 0 $950,450 1
F!uld and electrolyte dlsorders . 86 115 $695,339 $4.32,1.5(')
Secondary malignaicies- 1 * by e TR e T T S707,981 7 U se16,477
Urinary Tract infection . ' 65 104 $1 ,077,358 $441,643
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MaineCare Hospital Utilization Analysis for Cumberland, Kennebec and Pencbscot Counties

# of High Percent of This town Thiis town This town This town
Total #of inp #of ED Utilizers town's has what has what has what haas what
members visits from visits from that are members percentage percentage percentage percentage
that reside resicdants residents residents that are of all of all of all of all
Town in town of town of town of town ngh Utilizers members High Utillzers mpatnent vasats ER visits

Enfield L 29 S T B VAl CFassow ] -_'--1_."_-026%': S om0 T 031%
Watenille '_ _2,349 s 8957 426 1495% S71%  873%  49a%  7.43%
Vearie " ey e 37 YT A4 b Az 0e% 0200 022% - 020%
Lagrange 97 _ 20 43 - 13 13.40% 0.27% N 0.12% ~ 0.20%
Uncoln o0 a7 2860 L agas o aan L) izgek Coas s T 0w
Winslow 939 26 2473 15 1225%  236% 1w 205
Newport : 471 S o 1'310 57 : 1210% o “?% 079% .. 1 09%
difton 109 34 235 1z |11  022% 027% 0.20% ~ 020%
Portland 78360 3007 Tazae 903 L naresu Ul e7e% 0w iareaw L ioeek
Pownal 59 18 124 7] mesw | oa  014%  011% 0.10%
Brunsiick . TABT 674 U UUaesH Sl ars L e o 2070 3B o 3Bew. T aos,
Plymouth 195 9 sa0 3L om0 030% 047% Com%  04s%
Altén' S s B9 g e e b oagee e 0200 0230 0tee
Benton 391 114 973 % 11.76% 0.78% 094%  068%  081%
-o'a'ﬁéng;_ _- S e SUies R ':i,os:é_._. "9"2_: :"11 0% : U ymgee T B 1A% ._:1'._':'{3%'
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"HE NEW YORKER

THE HOT SPOTTERS

Can we lower medical costs by giving the neediest patients better care?
by Atul Gawande

JANUARY 24, 2011

f Camden, New Jersey, becomes the first

American community to lower its medical costs,
it will have a murder to thank. At nine-fifty on a
February night in 2001, a twenty-two-year-old
black man was shot while driving his Ford Taurus
station wagon through a neighborhood on the edge
of the Rutgers University campus. The victim lay
motionless 1 the street beside the open door on the
driver’s side, as if the car had ejected him. A
neighborhood couple, a physical therapist and a
volunteer firefighter, approached to see if they
could help, but police waved them back.

“Ie’s not going to make it,” an officer
reportedly told the physical therapist. “He’s pretty In Camden, New Jersey, one per cent of

much dead.” She called a physician, Jeffrey patients account for a third of the city’s
medical costs. Photograph by Phillip

Brenner, who lived a few doors up the street, and he Toledano.

ran to the scene with a stethoscope and a pocket

ventilation mask. After some discussion, the police let him enter the crime scene and attend to
the victim. Witnesses told the local newspaper that he was the first person to lay hands on the
mar.

“He was slightly overweight, turned on his side,” Brenner recalls. There was glass
everywhere. Although the victim had been shot several times and many minutes had passed, his
body felt warm. Brenner checked his neck for a carotid pulse. The man was alive. Brenner
began the chest compressions and rescue breathing that should have been started long before.
But the young man, who turned out to be a Rutgers student, died soon afterward.
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The incident became a local scandal. The student’s injuries may not have been survivable,
but the police couldn’t have known that. After the ambulance came, Brenner confronted one of
the officers to ask why they hadn’t tried to rescue him.

“We didn’t want to dislodge the bullet,” he recalls the policeman saying. It was a ridiculous
answer, a brushoff, and Brenner couldn’t let it go.

He was thirty-one years old at the time, a skinny, thick-bearded, soft-spoken family
physician who had grown up in a bedroom suburb of Philadelphia. As a medical student at
Robert Wood Johnson Medical School, in Piscataway, he had planned to become a
neuvroscientist. But he volunteered once a week in a free primary-care clinic for poor
immigrants, and he found the work there more challenging than anything he was doing in the
laboratory. The guy studymng neuronal stem cells soon became the guy studying Spanish and
training to become one of the few family physicians in his class. Once he completed his
residency, in 1998, he joined the staff of a family-medicine practice in Camden. It was in a
cheaply constructed, boxlike, one-story building on a desolate street of bars, car-repair shops,
and empty lots. But he was young and eager to recapture the sense of purpose he’d felt
volunteering at the clinic during medical school.

Few people shared his sense of possibility. Camden was in civic free fall, on its way to
becoming one of the poorest, most crime-ridden cities in the nation. The local school system
had gone into recetvership. Corruption and mismanagement soon prompted a state takeover of
the entire city. Just getting the sewage system to work could be a problem. The neglect of this
anonymous shooting victim on Brenner’s street was another instance of a city that had given up,
and Brenner was tired of wondering why it had to be that way.

Around that time, a police reform commission was created, and Brenner was asked to serve
as one of its two citizen members. He agreed and, to his surprise, became completely absorbed.
The experts they called in explained the basic principles of effective community policing. He
learned about George Kelling and James Q. Wilson’s “broken-windows” theory, which argued
that minor, visible neighborhood disorder breeds major crime. He learned about the former New
York City police commissioner William Bratton and the Compstat approach to policing that he
had championed in the nineties, which centered on mapping crime and focussing resources on
the hot spots. The reform panel pushed the Camden Police Department to create computerized
crime maps, and to change police beats and shifts to focus on the worst areas and times.

When the police wouldn’t make the crime maps, Brenner made his own. He persuaded
Camden’s three main hospitals to let him have access to their medical billing records. He
transferred the reams of data files onto a deskiop computer, spent weeks figuring out how to
pull the chaos of information iﬁto a searchable database, and then started tabulating the

emergency-room visits of victims of serious assault. He created maps showing where the crime
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victims lived. He pushed for policies that would let the Camden police chief assign shifts based
on the crime stafistics—only to find himself in a showdown with the police unions.

“He has no clue,” the president of the city police superiors’ union said to the Philadelphia
Inguirer. “I just think that his comments about what kind of schedule we should be on, how we
should be deployed, are laughable.”

The unions kept the provisions out of the contract. The reform commission disbanded;
Brenner withdrew from the cause, beaten. But he continued to dig into the database on his
computer, now mostly out of idle interest,

Besides looking at assauli patterns, he began studying patterns in the way patients flowed
into and out of Camden’s hospitals. “I’d just sit there and play with the data for hours,” he says,
and the more he played the more he found. For instance, he ran the data on the locations where
ambulances picked up patients with fall injuries, and discovered that a single building in central
Camden sent more people to the hospital with serious falls—fifty-seven elderly in two years—
than any other in the city, resulting in almost three million dollars in health-care bills. “It was
just this amazing window into the health-care delivery system,” he says.

So he took what he learned from police reform and tried a Compstat approach to the city’s
health-care performance—a Healthstat, so to speak. He made block-by-block maps of the city,
color-coded by the hospital costs of its residents, and looked for the hot spots. The two most
expensive city blocks were in north Camden, one that had a large nursing home called Abigail
House and one that had a low-income housing tower called Northgate IT. He found that between
Janvary of 2002 and June of 2008 some nine hundred people in the two buildings-accounted for
more than four thousand hospital visits and about two hundred million dollars in health-care
bills. One patient had three hundred and twenty-four admissions in five years. The most
expensive patient cost insurers $3.5 million.

Brenner wasn’t all that interested in costs; he was more nterested in helping people who
received bad health care. But in his experience the people with the highest medical costs—the
people cycling in and out of the hospital-—were usually the people receiving the worst care.
“Emergency-room visits and hospital admissions should be considered failures of the health-
care system until proven otherwise,” he told me—failures of prevention and of timely, effective
care.

If he could find the people whose use of medical care was highest, he figured, he could do
something to help them. If he helped them, he would also be lowering their health-care costs.
And, if the stats approach to crime was right, targeting those with the highest health-care costs
would help lower the entire city’s health-care costs. His calculations revealed that just one per
cent of the hundred thousand people who made use of Camden’s medical facilities accounted
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for thirty per cent of its costs. That’s only a thousand people-—about half the size of a typical
family physician’s panel of patients.

Things, of course, got complicated. It would have taken months to get the approvals needed
to pull names out of the data and approach people, and he was impatient to get started. So, in
the spring of 2007, he held a meeting with a few social workers and emergency-room doctors
from hospitals around the city. He showed them the cost statistics and use patterns of the most
expensive one per cent. “These are the people I want to help you with,” he said. He asked for
assistance reaching them. “Introduce me to your worst-of-the-worst patients,” he said.

They did. Then he got permission to look up the patients” data to confirm where they were
on his cost map. “For all the stupid, expensive, predictive-modelling software that the big
venders sell,” he says, “you just ask the doctors, “Who are your most difficult patients?,” and
they can identify them.”

The first person they found for him was a man in. his mid-forties whom I'll call Frank
Hendricks. Hendricks had severe congestive heart failure, chronic asthma, uncontrolled
diabetes, hypothyroidism, gout, and a history of smoking and alcohol abuse. He weighed five
hundred and sixty pounds. In the previous three years, he had spent as much time mn hospitals as
out. When Brenner met him, he was in intensive care with a tracheotomy and a feeding tube,
having developed septic shock from a gallbladder infection.

Brenner visited him daily. “T just basically sat in his room like I was a third-year med
student, hanging out with him for an hour, hour and a half every day, trying to figure out what
makes the guy tick,” he recalled. He learned that Hendricks used to be an auto detailer and a
cook. He had a longtime girlfriend and two children, now grown. A toxic combination of poor
health, Johnnie Walker Red, and, it emerged, cocaine addiction had left him unreliably
employed, uninsured, and living in a weltare motel. He had no consistent set of doctors, and
almost no prospects for turning his situation around.

After several months, he had recovered enough to be discharged. But, out in the world, his
life was simply another hospitalization waiting to happen. By then, however, Brenner had
figured out a few things he could do 1o help. Some of it was simple doctor stuff. He made sure
he followed Hendricks closely enough to recognize when serious problems were emerging. He
double-checked that the plans and prescriptions the specialists had made for Hendricks’s many
problems actually fit together—and, when they didn’t, he got on the phone to sort things out. He
teamed up with a nurse practitioner who could make home visits to check blood-sugar levels
and blood pressure, teach Hendricks about what he could do to stay healthy, and make sure he
was getting his medications.

A lot of what Brenner had to do, though, went beyond the usual doctor stuff. Brenner got a
social worker to help Hendricks apply for disability insurance, so that he could leave the chaos
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of welfare motels, and have access to a consistent set of physicians. The team also pushed him
to find sources of stability and value in his life. They got him to return to Alcoholics
Anonymous, and, when Brenner found out that he was a devout Christian, he urged him to
return to church. He told Hendricks that he needed to cook his own food once in a while, so he
could get back in the habit of doing it. The main thing he was up against was Hendricks’s
hopelessness. He’d given up. “Can you imagine being in the hospital that long, what that does
to you?” Bremner asked.

I spoke to Hendricks recently. He has gone without alcohol for a year, cocaine for two
years, and smoking for three years. He lives with his girlfriend in a safer neighborhood, goes to
church, and weathers family crises. He cooks his own meals now. His diabetes and congestive
heart failure are under much better control. He’s lost two hundred and twenty pounds, which

 means, among other things, that if he falls he can pick himself up, rather than having to call for
an ambulance.

“The fun thing about this work is that you can be there when the light switch goes on for a
patient,” Brenner told me. “It doesn’t happen at the pace we want. But you can see it happen.”

With Hendricks, there was no miraculous turnaround. “Working with him didn’t feel any
different from working with any patient on smoking, bad diet, not exercising—working on any
particular rut someone has goiten into,” Brenner said. “People are people, and they get into
situations they don’t necessarily plan on. My philosophy about primary care is that the only
person who has changed anyone’s life is their mother. The reason is that she cares about them,
and she says the same simple thing over and over and over.” So he tries to care, and to say a few
simple things over and over and over.

I asked Hendricks what he made of Brenner when they first met.

“He struck me as odd,” Hendricks said. “His appearance was not what I expected of a
young, clean-cut doctor.” There was that beard. There was his manner, too. “His whole premise
was ‘I'm here for you. I'm not here to be a part of the medical system. I’m here to get you back

3 92

on your feet. '
An ordinary cold can still be a major setback for Hendricks. He told me that he’d been in the
hospital four times this past summer. But the stays were a few days at most, and he’s had no
more cataclysmic, weeks-long L.C.U. stays.
Was this kind of success replicable? As word went out about Brenner’s interest in patients
like Hendricks, he received more referrals. Camden doctors were delighted to have someone
help with their “worst of the worst.” He took on half a dozen patients, then two dozen, then
more. It became increasingly difficult to do this work alongside his regular medical practice.
The clinic was already under financial strain, and received nothing for assisting these patients.
If it were up to him, he’d recruit a whole staff of primary-care doctors and nurses and social
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workers, based right in the neighborhoods where the costliest patients Iived. With the tens of
millions of dollars in hospital bills they could save, he’d pay the staff double to serve as
Camden’s élite medical force and to rescue the city’s health-care system.

Buti that’s not how the health-insurance system is built. So he applied for smalt grants from
philanthropies like the Robert Wood Johnson Foundation and the Merck Foundation. The
money allowed him to ramp up his data system and hire a few people, like the nurse practitioner
and the social worker who had helped him with Hendricks. He had some desk space at Cooper
Hospital, and he tarned it over to what he named the Camden Coalition of Healthcare Providers.
He spoke to people who had been doing similar work, studied “medical home” programs for the
chronically ill in Seattle, San Francisco, and Pennsylvania, and adopted some of their lessons.
By late 2010, his team had provided care for more than three hundred people on his “super-
utilizer” map.

I spent a day with Kathy Jackson, the nurse practitioner, and Jessica Cordero, a medical
assistant, to see what they did. The Camden Coalition doesn’t have enough money for a clinic

‘where they can see patients. They rely exclusively on home visits and phone calls.

Qver the phone, they inquire about emerging health issues, check for insurance or housing
problems, ask about unfilled prescriptions. All the patients get the team’s vrgent-call number,
which is covered by someone who can help them through a health crisis. Usuvally, the 1ssue can
be resolved on the spot-—it’s a headache or a cough or the like—but sometimes it requires an
unplanned home visit, to perform an examination, order some tests, provide a prescription. Only
occasionally does it require an emergency room.

Patients wouldn’t make the call in the first place if the person picking up weren’t someone
like Jackson or Brenner—someone they already knew and trusted. Even so, patients can
disappear for days or weeks at a time. “High-utilizer work is about building relationships with
people who are in crisis,” Brenner said. “The ones you build a relationship with, you can change
behavior. Half we can build a relationship with. Half we can’t.”

One patient I spent time with illustrated the challenges. If you were a doctor meeting him in
your office, you would quickly figure out that his major problems were moderate
developmental deficits and out-of-control hypertension and diabetes. His blood pressure and
blood sugars were so high that, at the age of thirty-nine, he was already developing blindness
and advanced kidney disease. Unless something changed, he was perhaps six months away from
complete kidney failure.

You might decide to increase his insulin dose and change his blood-pressure medicine. But
you wouldn’t grasp what the real problem was until you walked up the cracked concrete steps
of the two-story brownstone where he lives with his mother, waited for him to shove aside the
old newspapers and unopened mail blocking the door, noticed Cordero’s shake of the head
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warning you not to take the rampled seat he’s offering because of the ant trail running across it,
and took in the stack of dead computer monitors, the barking mutt chained to an inner doorway,
and the rotten fruit on a newspaper-covered tabletop. According to a state evaluation, he was
capable of handling his medications, and, besides, he lived with his mother, who could help.
But one look made it clear that they were both incapable.

Jackson asked him whether he was taking his blood-pressure pills each day. Yes, he said.
Could he show her the pill bottles? As it turned out, he hadn’t taken any pills since she’d last
visited, the week before. His finger-stick blood sugar was twice the normal level, He needed a
better living situation. The state had tumned him down for placement in supervised housing,
pointing (o his test scores. But after months of paperwork—during which he steadily worsened,
passing in and out of hospitals—the team was finally able to get him into housing where his
medications could be dispensed on a schedule. He had made an overnight visit the previous
weekend to test the place out.

“I liked it,” he said. He moved in the next week. And, with that, he got a chance to avert
dialysis—and its tens of thousands of dollars in annual costs—at least for a while.

Not everyone lets the team members into his or her life. One of their patients is a young
woman of no fixed address, with asthma and a crack-cocaine habit. The crack causes severe
asthima attacks and puts her in the hospital over and over again. The team members have
managed occasionally to track her down in emergency rooms or recognize her on street corners.
All they can do is give her their number, and offer their help if she ever wanted it. She hasn’t.

Work like this has proved all-consuming. Tn May, 2009, Brenner closed his regular medical
practice to focus on the program full time. It remains unclear how the program will make ends
meet. But he and his team appear to be having a major impact. The Camden Coalition has been
able to measure its long-term effect on its first thirty-six super-utilizers. They averaged sixty-
two hospital and E.R. visits per month before joining the program and thirty-seven visits after——
a forty-per-cent reduction. Their hospital bills averaged $1.2 million per month before and just
over half a million after—a fifty-six-per-cent reduction.

These results don’t take into account Brenner’s personnel costs, or the costs of the
medications the patients are now taking as prescribed, or the fact that some of the patients might
have improved on their own (or died, reducing their costs permanently). The net savings are
undoubtedly lower, but they remain, almost certainly, revolutionary. Brenner and his team are
out there on the boulevards of Camden demonstrating the possibilities of a strange new
approach to health care: to look for the most expensive patients in the system and then direct
resources and brainpower toward helping them.

J eff Brenner has not been the only one to recognize the possibilities in focussing on the hot
spots of medicine. One Friday afternoon, I drove to an industrial park on the outskirts of
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Boston, where a rapidly growing data-analysis company called Verisk Health occupies a floor
of a nondescript office complex. It supplies “medical intelligence” to organizations that pay for
health benefits—self-insured businesses, many public employers, even the government of Abu
Dhabi.

Privacy laws prevent U.S. employers from looking at the details of their emplbyees’ medical
spending. So they hand their health-care payment data over to companies that analyze the
patterns and tell them how to reduce their health-insurance spending. Mostly, these companies
give financial advice on changing benefits—telling them, say, to increase employee co-
payments for brand-name drugs or emergency-room visits. But even employers who cut
benefits find that their costs continue to outpace their earnings. Verisk, whose clients pay health
-care bills for fifteen million patients, is among the data companies that are trying a more
sophisticated approach.

Besides the usual statisticians and economists, Verisk recruited doctors to dive into the data.
I met one of them, Nathan Gunn, who was thirty-six years old, had completed his medical
training at the University of California, San Francisco, and was practicing as an internist part
time. The rest of his time he worked as Verisk’s head of research. Mostly, he was in meetings or
at his desk poring through “data runs” from clients. He insisted that it was every bit as
absorbing as seeing sick patienis-—sometimes more so. Every data run tells a different human
story, he said.

At his computer, he pulled up a data set for me, scrubbed of identifying information, from a
client that manages health-care benefits for some two hundred and fifty employers—school
districts, a large church association, a bus company, and the like. They had a hundred thousand
“covered lives” in all. Payouts for those people rose eight per cent a year, at least three times as
fast as the employers’ eamnings. This wasn’t good, but the numbers seemed pretty dry and
abstract so far. Then he narrowed the list to the top five per cent of spenders—just five thousand
people accounted for almost sixty per cent of the spending—and he began parsing further.

“Take two ten-year-old boys with asthrﬁa,” he said. “From a disease standpoint, they’re
exactly the same cost, right? Wrong. Imagine one of those kids never fills his inhalers and has
been in urgent care with asthma aitacks three times over the last year, probably because Mom
and Dad aren’t really on top of it.” That’s the sort of patient Gunn uses his company’s medical-
intelligence software program to zero in on——a patient who is sick and getting inadequate care.
“That’s really the sweet spot for preventive care,” Gunn said.

He pulled up patients with known coronary-artery disease. There were nine hundred and
twenty-one, he said, reading off the screen. He clicked a few more times and raised his
eyebrows. One in seven of them had not had a full office visit with a physician in more than a
year. “You can do something about that,” he said.
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“Let’s do the E.R.-visit game,” he went on. “This is a fun one.” He sorted the patients by
number of visits, much as Jeff Brenner had done for Camden. In this employed population, the
No. 1 patient was a twenty-five-year-old woman. In the past ten months, she’d had twenty-nine
E.R. visits, fifty-one doctor’s office visits, and a hospital admission.

“I can actaally drill into these claims,” he said, squinting at the screen. “All these claims
here are migraine, migraine, migraine, migraine, headache, headache, headache.” For a twenty-
five-year-old with her profile, he said, medical payments for the previous ten months would be
expected to total twenty-eight hundred dollars. Her actual payments came to more than fifty-
two thousand dollars—for “headaches.”

Was she a drug seeker? He pulled up her prescription profile, looking for narcotic
prescriptions. Instead, he found prescriptions for insulin (she was apparently diabetic) and
imipramine, an anti-muigraine treatment. Gunn was struck by how faithfully she filled her
prescriptions. She hadn’t missed a single renewal—“which is actually interesting,” he said.
That’s not what you usually find at the extreine of the cost curve.

The story now became clear to him. She suffered from terrible migraines. She took her
medicine, but it wasn’t working. When the headaches got bad, she’d go to the emergency room
or to urgent care. The doctors wounld do CT and MRI scans, satisfy themselves that she didn’t
have a brain tumor or an aneurysm, give her a narcotic injection to stop the headache
temporarily, maybe renew her imipramine prescription, and send her home, only to have her
return a couple of weeks later and see whoever the next doctor on duty was. She wasn’t getting
what she needed for adequate migraine care--a primary physician taking her in hand, trying
different medications in a systematic way, and figuring out how to better keep her headaches at
bay.

As he sorts through such stories, Gunn usually finds larger patterns, too. He told me about
an analysis he had recently done for a big information-technology company on the East Coast.
It provided health benefits to seven thousand employees and family members, and had forty
million dollars in “spend.” The firm had already raised the employees’ insurance co-payments
considerably, hoping to give employees a reason to think twice about unnecessary medical
visits, tests, and procedures—make them have some “skin in the game,” as they say. Indeed,
almost every category of costly medical care went down: doctor visits, emergency-room and
hospital visits, drug prescriptions. Yet employee health costs continued to rise—climbing
almost ten per cent each year. The company was baffled.

Gunn’s team took a look at the hot spots. The outliers, it turned out, were predominantly
early retirees. Most had multiple chronic conditions—in particular, coronary-artery disease,
asthma, and complex mental illness. One had badly worsening heart disease and diabetes, and
medical bills over two years in excess of eighty thousand dollars. The man, dealing with higher
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co-payments on a fixed income, had cut back to filling only half his medication prescriptions
for his high cholesterol and diabetes. He made few doctor visits. He avoided the ER.—until a
heart attack necessitated emergency surgery and left him disabled with chronic heart failure.

The higher co-payments had backfired, Gunn said. While medical costs for most employees
flattened out, those for early retirees jumped seventeen per cent. The sickest patients became
much more expensive because they put off care and prevention until it was too late.

The critical flaw in our health-care system that people like Gunn and Brenner are finding is
that it was never designed for the kind of patients who incur the highest costs. Medicine’s
primary mechanism of service is the doctor visit and the B.R. visit. (Amesicans make more than
a billion such visits each year, according to the Centers for Disease Control.) For a thirty-year-
old with a fever, a twenty-minute visit to the doctor’s office may be just the thing. For a
pedestrian hit by a minivan, there’s nowhere better than an emergency room. But these
institutions are vastly inadequate for people with complex problems: the forty-year-old with
drug and alcohol addiction; the eighty-four-year-old with advanced Alzheimer’s disease and a
pneumonia; the sixty-year-old with heart failure, obesity, gout, a bad memory for his eleven
medications, and half a dozen specialists recommending different tests and procedures. It’s like
arriving at a major construction project with nothing but a screwdriver and a crane.

Outsiders tend to be the first to recognize the inadequacies of our social institutions. But,
precisely because they are outsiders, they are usually in a poor position to fix them. Gunn,
though a doctor, mostly works for people who do not run health systems—employers and
insurers. So he counsels them about ways to tinker with the existing system. He tells them how
to change co-payments and deductibles so they at least aren’t making their cost problems worse.
He identifies doctors and hospitals that seem to be providing particularly ineffective care for
high-needs patients, and encourages clients to shift contracts. And he often suggests that clients
hire case-management companies—a fast-growing industry with telephone banks of nurses
offering high-cost patients advice in the hope of making up for the deficiencies of the system.

The strategy works, sort of. Verisk reports that most of its clients can slow the rate at which
their health costs rise, at least to some extent. But few have seen decreases, and it’s not obvious
that the improvements can be sustained. Brenner, by contrast, 1s reinventing medicine from the
inside. But he does not run a health-care system, and had to give up his practice to sustain his
work. He is an outsider on the inside. So you might wonder whether medical hot-spotting can
really succeed on a scale that would help large populations. Yet there are signs that it can.

A recent Medicare demonstration program, given substantial additional resources under the
new health-care-reform law, offers medical institutions an extra monthly payment to finance the
cotrdination of care for their most chronically expensive beneficiaries. If total costs fall more
than five per cent compared with those of a matched set of control patients, the program allows
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institutions to keep part of the savings. If costs fail to decline, the institutions have to return the
monthly payments.

Several hospitals took the deal when the program was offered, in 2006. One was the
Massachusetts General Hospital, in Boston. It asked a general internist named Tim Ferris to
design the effort. The hospital had twenty-six hundred chronically high-cost patients, who
together accounted for sixty million dollars in annwal Medicare spending. They were in nineteen
primary-care practices, and Ferris and his team made sure that each had a nurse whose sole job
was to improve the coordination of care for these patients. The doctors saw the patients as .
usual. In between, the nurses saw them for longer visits, made surveillance phone calls, and, in
consultation with the doctors, tried to recognize and address problems before they resulted in a
hospital visit.

Three years later, hospital stays and trips to the emergency room have dropped more than
fifteen per cent. The hospital hit its five-per-cent cost-reduction target. And the team is just
getting the hang of what it can do.

Recenﬂy, I'visited an even more radically redesigned physician practice, in Atlantic City.
Cross the bridge into town (Adantic City is on an island, I learned), ignore the Trump
Plaza and Caesars casinos looming ahead of yon, drive a few blocks along the Monopoly-board

streets (the game took its street names from here), turn onto Tennessee Avenue, and enter the
doctors’ office building that’s across the street from the ninety-nine-cent store and the city’s
long-shuttered supermarket. On the second floor, just past the occupational-health clinic, you
will find the Special Care Center. The reception area, with its rustic taupe upholstery and
tasteful lighting, looks like any other doctors’ office. But it houses an experiment started in
2007 by the health-benefit programs of the casino workers’ union and of a hospital, AtlantiCare
Medical Center, the city’s two largest pools of employees.

Both are self-insured—they are large enough to pay for their workers’ health care directly—
and both have been hammered by the exploding costs. Yes, even hospitals are having a hard
fime paying their employees” medical bills. As for the union, its contracts are frequently for
workers® total compensation—wages plus benefits. It gets a fixed pot. Year after year, the low-
wage busboys, hotel cleaners, and kitchen staff voted against sacrificing their health benefits.
As a result, they have gone without a wage increase for years. Out of desperation, the union’s
health fund and the hospital decided to try something new. They got a young Harvard internist
named Rushika Fernandopulle to ran a clinic exclusively for workers with exceptionally high
medical expenses.

Fernandopulle, who was born in Sri Lanka and raised in Baltimore, doesn’t seermn like a
radical when you meet him. He’s short and round-faced, smiles a lot, and displays two cute
rabbit teeth as he tells you how ridiculous the health-care system is and how he plans to change
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it all. Jeff Brenner was on his advisory board, along with others who have pioneered the concept
of intensive outpatient care for complex high-needs patients. The hospital provided the floor
space. Fernandopulle created a point system to identify employees likely to have high recurrent
costs, and they were offered the chance to join the new clinic.

The Special Care Center reinvented the idea of a primary-care clinic in almost every way.
The union’s and the hospital’s health funds agreed to switch from paying the doctors for every
individual office visit and treatment to paying a flat monthly fee for each patent. That cut the
huge expense that most clinics incur from billing paperwork. The patients were given unlimited
access to the clinic without charges—no co-payments, no insurance bills. 'This, Fernandopulle
explained, would force doctors on staff to focus on service, in order to retain their patients and
the fees they would bring.

The payment scheme also allowed him to design the clinic around the things that sick,
expensive patients most need and value, rather than the ones that pay the best. He adopted an
open-access scheduling system to gouarantee same-day appointments for the acutely ili. He
customized an electronic information system that tracks whether patients are meeting their
goals. And he staffed the clinic with people who would help them do it. One nurse practitioner,
for instance, was responsible for trying to get every smoker to quit.

I got a glimpse of how unusual the clinic is when I sat in on the staff meeting it holds each
morning to review the medical issues of the patients on the appointment books. There was, for
starters, the very existence of the rﬁeeting. I had never seen this kind of daily huddle at a
doctor’s office, with clinicians popping open their laptops and pulling up their patient lists
together. Then there was the particular mixture of people who squeezed around the conference
table. As in many primary-care offices, the staff had two physicians and two nurse practitioners.
But a full-time social worker and the front-desk receptionist joined in for the patient review,
t00. And, cutnumbering them all, there were eight full-time “health coaches.”

Fernandopulle created the position. Each health coach works with patients—in person, by
phone, by e-mail-—to help them manage their health. Fernandopulle got the idea from the
promotoras, community health workers, whom he had seen on a medical mission in the
Dominican Republic. The coaches work with the doctors but see their patients far more
frequently than the doctors do, at Ieast once every two weeks. Their most important attribute,
Fernandopulle explained, is a knack for connecting with sick people, and understanding their
difficulties. Most of the coaches come from their patients” communities and speak their
languages. Many have experience with chronic illness in their own families. (One was himself a
patient in the clinic.) Few had clinical experience. I asked each of the coaches what he or she
had done before working in the Special Care Center. One worked the register at a Dunkin’
Donuts. Another was a Sears retail manager. A third was an administrative assistant at a casino.
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“We recruit for attitude and train for skill,” Fernandopulle said. “We don’t recruit from
health care. This kind of care requires a very different mind-set from usual care. For example,
what 1s the answer for a patient who walks up to the front desk with a question? The answer is
“Yes.” ‘Can I see a doctor? ‘Yes.” ‘Can I get help making my ultrasound appointment?’ ‘Yes.’
Health care trains people to say no to patients.” He told me that he’d had to replace half of the
clinic’s initial hires—including a doctor—because they didn’t grasp the focus on patient
service.

In forty-five minutes, the staff did a rapid run-through of everyone’s patients. They
reviewed the requests that patients had made by e-mail or telephone, the plans for the ones who
had appointments that day. Staff members made sure that all patients who made a sick visit the
day before got a follow-up call within twenty-four hours, that every test ordered was reviewed,
that evefy unexpected problem was addressed.

Most patients required no more than a ten-second mention. Mr. Green didn’t turn up for his
cardiac testing or return calls about it. “I know where his wife works. I'll track her down,” the
receptionist said. Ms. Blue is pregnant and on a high-blood-pressure medication that’s unsafe in
pregnancy. “I'll change her prescription right now,” her doctor said, and keyed it in. A handful
of patients required longer discussion. One forty-five-year-old heart-disease patient had just had
blood tests that showed worsening kidney failure. The team decided to repeat the blood tests
that morning, organize a kidney ultrasound in the afternoon if the tests confirmed the finding,
and have him seen in the office at the end of the day.

A staff member read out the hospital census. Of the clinic’s twelve hundred chronically il
patients, just one was in the hospital, and she was being discharged. The clinic’s patients had
gone four days without a single E.R. visit. On hearing this news, staffers cheered and broke into
applause.

Afterward, I met a patient, Vibha Gandhi. She was fifty-seven years old and had joined the
clinic after suffering a third heart attack. She and her husband, Bharat, are Indian immigrants.
He cleans casino bathrooms for thirteen dollars an hour on the night shift. Vibha has long had
poor health, with diabetes, obesity, and congestive heart failure, but things got much worse in
the summer of 2009, A heart attack landed her in intensive care, and her coronary-artery disease

_proved so advanced as to be inoperable. She arrived in a wheelchair for her first clinic visit. She
could not walk more than a few steps without losing her breath and getting a viselike chest pain.
The next step for such patients is often a heart transplant.

A year and a half later, she is out of her wheelchair. She attends the clinic’s Tuesday yoga
classes. With the help of a walker, she can go a quarter mile without stopping. Although her
condition is still fragile—she takes a purseful of medications, and a bout of the flu would send
her back to an intensive-care unit—her daily life is far better than she once imagined.
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“I didn’t think I would live this long,” Vibha said through Bharat, who translated her
Gujarati for me. “I didn’t want to live.”

I asked her what had made her better. The couple credited exercise, dietary changes,
medication adjustments, and strict monitoring of her diabetes.

But surely she had been encouraged to do these things after her first two heart attacks. What
made the difference this time?

“Jayshree,” Vibha said, naming the health coach from Dunkin’ Donuts, who also speaks
Gujarati.

“Jayshree pushes her, and she listens to her only and not to me,” Bharat said.

“Why do you listen to Jayshree?” T asked Vibha.

“Because she talks like my mother,” she said.

Femandopulle carefully tracks the statistics of those twelve hundred patients. After twelve

months in the program, he found, their emergency-room visits and hospital admissions
were reduced by more than forty per cent. Surgical procedures were down by a quarter. The
patients were also markedly healthier. Among five hundred and three patients with high blood
pressure, only two were in poor control. Patients with high cholesterol had, on average, a fifty-
point drop in their levels. A stunning sixty-three per cent of smokers with heart and lung disease
quit smoking. In surveys, service and quality ratings were high.

But was the program saving money? The team, after all, was more expensive than typical
primary care. And certain cosis shot up. Because patients took their medications more
consistently, drug costs were higher. The doctors ordered more mammograms and diagnostic
tests, and caught and treated more cancers and other conditions. There’s also the statistical
phenomenon known as “regression to the mean”: the super-high-cost patients may have been on
their way to getiing better (and less costly) on their own.

So the union’s health fund enlisted an independent economist to evaluate the clinic’s one-
year results. According to the data, these workers made up a third of the local union’s costliest
ten per cent of members. To determine if the clinic was really making a difference, the
economist compared their costs over twelve months with those of a similar group of Las Vegas
casino workers. The results, he cautioned, are still preliminary. The sample was small. One
patient requiring a heart transplant could wipe away any savings ovemnight. Nonetheless,
compared with the Las Vegas workers, the Atlantic City workers in Fernandopulle’s program
experienced a twenty-five-per-cent drop in costs.

And this was just the start. The program, Fernandopulle told me, 1s still discovering new
tricks. His team just recently figured out, for instance, that one reason some patients call 911 for
problems the clinic would handle better is that they don’t have the clinic’s twenty-four-hour call
number at hand when they need it. The health coaches told the patients to program it into their
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cell-phone speed dial, but many didn’t know how to do that. So the health coaches began doing
it for them, and the number of 911 calls fell. ITigh-cost habits are sticky; staff members are still
learning the subtleties of unsticking them.,

Their most difficult obstacle, however, has been the waywardness not of patients but of
doctors—the doctors whom the patients see outside the clinic. Jeff Brenner’s Camden patients
are usually vninsured or on welfare; their doctors were happy to have someone else deal with
them. The Atlantic City casino workers and hospital staff, on the other hand, had the best-
paying insurance in town. Some doctors weren’t about to let that business slip away.

Fernandopulle told me about a woman who had seen a cardiologist for chest pain two
decades ago, when she was in her twenties. Tt was the result of a temporary, inflammmatory
condition, but he continued to have her see him for an examination and an electrocardiogram
every three months, and a cardiac ultrasound every year. The results were always normal. After
the clinic doctors advised her to stop, the cardiologist called her at home to say that her health
was at risk if she didn’t keep seeing him. She went back.

The clinic encountered similar troubles with some of the doctors who saw its hospitalized
patients. One group of hospital-based internists was excellent, and cotrdinated its care plans
with the clinic. But the others refused, resulting in longer stays and higher costs (and a fee for
every visit, while the better group happened to be the only salaried one). When Fernandopulle
arranged to direct the patients to the preferred doctors, the others retaliated, trolling the
emergency department and persuading the patients to choose them instead.

“ ‘Rogues,” we call them,” Fernandopulle said. He and his colleagues tried warning the
patients about the rogue doctors and contacting the E.R. staff to make sure they knew which
doctors were prefecred. “One time, we literally pinned a note to a patient, like he was
Paddington Bear,” he said. They’ve ended up going to the hospital, and changing the doctors
themselves when they have to. As the saying goes, one man’s cost is another man’s income.

The AtlantiCare hospital system is in a curious position in all this. Can it really make sense
for a hospital to invest in a program, like the Special Care Center, that aims at reducing
hospitalizations, even if its employees are included? I asked David Tilton, the president and
C.E.O. of the system, why he was doing it. He had several answers. Some were of the it’s-the-
right-thing-to-do variety. But I was interested in the hard-nosed reasons. The Atlantic City
economy, he said, could not sustain his health system’s perpetually rising costs. Iis hospital
cither fought the pressure to control costs and went down with the local economy or learned
how to benefit from cost control.

And there are ways to benefit. At a minimum, a successful hospital could attract patients
from competitors, cushioning it against a future in which people need hospitals less. Two
decades ago, for instance, Denmark had more than a hundred and fifty hospitals for its five
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million people. The country then made changes to strengthen the quality and availability of
outpatient primary-care services (including payinents to encourage physicians to provide e-mail
access, off-hours consultation, and nurse managers for complex care). Today, the number of
hospitals has shrunk to seventy-one. Within five years, fewer than forty are expected to be
required. A smart hospital might position itself to be one of the last ones standing.

Could anything that dramatic happen here? An important idea is geiting its test ran in
America: the creation of intensive outpatient care to target hot spots, and thereby reduce over-
all health-care costs. But, if it works, hospitals will lose revenue and some will have to close.
Medical companies and specialists profiting from the excess of scans and procedures will get
squeezed. This will provoke retaliation, counter-campaigns, intense lobbying for Washington to
obstruct reform.

The stats-and-stethoscope upstarts are nonetheless making their dash. Rushika
Fernandopulle has set up a version of his Special Care program in Seattle, for Boeing workers,
and is developing one in Las Vegas, for casino workers. Nathan Gunn and Verisk Health have
landed new coniracts during the past year with companies providing health benefits to more
than four million employees and family members. Tim Ferris has obtained federal approval to
spread his program for Medicare patients to two other hospitals in the Partners Healthcare
System, in Boston (including my own). Jeff Brenner, meanwhile, is seeking to lower health-care
costs for all of Camden, by getting its primary-care physicians to extend the hot-spot strategy
citywide. We’ve been looking to Washington to find out how health-care reform will happen.
But people like these are its real Ieaders.

uring my visit to Camden, [ attended a meeting that Brenner and several community

groups had organized with residents of Northgate II, the building with the highest hospital
billing in the city. He wanted to run an idea by them. The meeting took place in the building’s
ground-floor lounge. There was juice in Styrofoam cups and potato chips on little red plastic
plates. A pastor with the Camden Bible Tabernacle started things off with a prayer. Brenner let
one of the other coalition members do the talking.

How much money, he asked, did the residents think had been spent on emergency-room and
hospital visits in the past five years for the people in this one building? They had no idea. He
wrote out the numbers on an easel pad, but they were imponderable abstractions. The residents’
eyes widened only when he said that the payments, even accounting for uapaid bills, added up
to almost sixty thousand dollars per person. He asked how many of them believed that they had
received sixty thousand dollars” worth of health care. That was when the stories came out: the
doctors who wouldn’t give anyone on Medicaid an office appointment; the ten-hour emergency-
room waits for ten minutes with an intern.
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Brenner was proposing to open a doctor’s office right in their building, which would reduce
their need for hospital visits. If it delivered betier care and saved money, the doctor’s office
would receive part of the money that it saved Medicare and Medicaid, and would be able to add
services—services that the residents could help choose. With enough savings, they could have
same-day doctor visits, nurse practitioners at night, a social worker, a psychologist. When
Brenner’s scenario was described, residents murmured approval, but the mention of a social
worker brought questions.

“Is she going to be all up in my business?” a woman asked. “I don’t know if I like that. I’m
not sure I want a social worker hanging around here.” ‘

This doctor’s office, people were slowly realizing, would be involved in their lives—a
medical professional would be after them about their smoking, drinking, diet, medications. That
was O.K. if the person were Dr. Brenner. They knew him. They believed that he cared about
them. Acceptance, however, would clearly depend upon execution; it wasn’t guaranteed. There
was similar ambivalence in the neighborhoods that Compstat strategists targeted for
additional—and potentially intrusive—policing.

Yet the stakes in health-care hot-spotting are enormous, and go far beyond health care. A
recent report on more than a decade of education-reform spending in Massachusetts detailed a
story found in every state. Massz{chusetts sent nearly a billion doflars to school districts to
finance smaller class sizes and better teachers’ pay, yet every dollar ended up being diverted to
covering rising health-care costs. For each dollar added to school budgets, the costs of
maintaining teacher health benefits took a dollar and forty cents.

Every country in the world is battling the rising cost of health care. No community
anywhere has demonstrably lowered its health-care costs (not just slowed their rate of ncrease)
by improving medical services. They ve lowered costs only by cutting or rationing them. To
many people, the problem of health-care costs is best encapsulated in a basic third-grade lesson:
you can’t have it all. You want higher wages, lower taxes, less debt? Then cut health-care
services.

People like Jeff Brenner are saying that we can have it all—teachers and health care. To be
sure, uncertainties remain. Their small, localized successes have not yet been replicated in large
populations. Up to a fourth of their patients face problems of a kind they have avoided tackling
so far: catastrophic conditions. These are the patients who are in the top one per cent of costs
because they were in a car crash that resulted in a hundred thousand dollars in surgery and
intensive-care expenses, or had a cancer requiring seven thousand dollars a week for chemo and
radiation. There’s nothing much to be done for those patients, you’d think. Yet they are also
victims of poor and disjointed service. Improving the value of the services—rewarding better
results per dollar spent—could lead to dramatic innovations in catastrophic care, too.
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The new heaith-reform law—Obamacare—is betting big on the Brenners of the world. It
says that we can afford to subsidize insurance for millions, remove the ability of private and
public insurers to cut high-cost patients from their rolls, and improve the quality of care. The
law authorizes new forms of Medicare and Medicaid payment to encourage the development of
“medical homes” and “accountable care organizations”—doctors’ offices and medical systems
that get financial benefits for being more accessible to patients, better organized, and
accountable for reducing the over-all costs of care. Backers believe that, given this support,
innovators like Brenner will transform health care everywhere.

Critics say that it’s a pipe dream—more money down the health-care sinkhole. They could
turn out to be right, Brenner told me; a well-organized opposition could scuttle efforts like his.
“In the next few years, we’re going to have absolutely irrefutable evidence that there are ways
to reduce health-care costs, and they are ‘high touch’ and they are at the level of care,” he said.
“We are going to know that, hands down, this is possible.” From that point onward, he said,
“it’s a political problem.” The struggle will be to survive the obstruction of lobbies, and the
partisan tendency to view success as victory for the other side.

Already, these forces of resistance have become Brenner’s prime concern. He needs state
legislative approval to bring his program to Medicaid patients at Northgate I and across
Camden. He needs federal approval to quahfy as an accountable care organization for the city’s
Medicare patients. In Camden, he has built support across a range of groups, from the state
Chamber of Commerce to local hospitals to activist organizations. But for months——even as
rising health costs and shrinking state aid have forced the city to contemplate further school cuts
and the layoff of almost half of its police—he has been stalled. With divided branches at both
the state and the federal level, “government just gets paralyzed,” he says. ,

In the meantime, though, he’s forging ahead. In December, he introduced an expanded
computer database that lets Camden doctors view laboratory results, radiology reports,
emergency-room visits, and discharge summaries for their patients from all the hospitals in
town—and could show cost patterns, too. The absence of this sort of information is a daily
impediment to the care of patients in Boston, where I practice. Right now, we’re nowhere close
to having such data. But this, I'm sure, will change. For in places like Camden, New Jersey, one
of the poorest cities in America, there are people showing the way. 4

. Subscribe now to get more of The New Yorker's signature mix of politics, culture, and the arts.
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Definitions: Provider Paymants: Provider payment rale change, which may Invalve a payment rate freeze or cut. Providers indude physicians, inpatient hospitals, nursing homes and managad care
arganizations.
Pharmacy Gontrols: Pharmacy utilization or cost cantrol initiatives including subjecting more drugs o prior authorization, implamenting or expanding preferrad drup fists, and sesking new or
enhanced supplernental rebatas.
Benefit Reductions: Benefits rastrletions, redustions or eliminations.
Eligibility Guts: Ellgibility reductians or restricions. Thls may involve changes to eligibillty standards, application and renewal process, o premiums, Ofer actlons resticling eligibility indlude
inereasing fhe asse! transfer look-back pariad from Inree to five years, lirling countabte prior medical bils to fosa incurred within three months of applicalion, inereasing the waiting period from six
k& nine months, and freezing enroliment,
Copays: New or higher copayments for services. In imposing copayments, stales must cornply with Federal Medicaid law, which specifies that copayments must be "nominal”, generally defined as
$3.00 or less per servica. The law alse provides exemptions sa copayments cannot apply o ceftali services ar canain efigibilily groups such as children or pregnant women, Federal law requires
that a pravider must render 3 service regardlass of whether the gopayment is collecled.
LTG: Cost eantsinment initlatives for long term care and homs and community based services programs.

Federal Piscal Year: Uniess ofharwise noted, years p dad by “FY* on healthtacis.arg refer 1o the Federal Fiscal Year, which runs fram Octeber 1 throuph Septermber 30. For example, FY
2008 refers o ihe period from October 1, 2008 fhrough Septemhar 30, 2009,
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Executive Summary

The Great Recession continued to affect states at the end of state fiscal year (FY) 2011 and heading into FY
2012, although positive signs were beginning to emerge. State revenues were still below pre-recession levels,
but were moving in a positive direction and Medicaid enrollment and spending growth were starting to taper.
While Medicaid directors noted some paositive signs of economic recovery, improvements remained fragile and
slow in many states. State budgets for FY 2012 had to account for the expiration of the temporary federal
fiscal relief provided through the American Recovery and Reinvestment Act of 2009 (ARRA). Thus, for FY 2012,
nearly every staie continued to focus on actions to control costs in Medicaid including restrictions on provider
rates and benefits and new controls on prescription drug spending. At the same time, states also were moving
forward with payment and delivery system reforms by expanding managed care programs and by continuing
to re-orient long-term care programs to community-based care models. Eligibility for Medicaid remained
stable due to the maintenance of eligibility (MOE) protections that were part of ARRA and hezlth reform, and a
number of states reported targeted eligibility expansions or simplified enrollment procedures.

Despite historically difficult budget conditions, states were also planning for the implementation of the Patient
Protection and Affordable Care Act (ACA). Under the ACA, states will play key roles in implementing both
Medicaid and private insurance coverage changes set to take effect in 2014. Medicaid is the foundation for
the ACA coverage expansions for the low-income population, which will significantly reduce the number of
uninsured. While the program is set to expand under the ACA in 2014, states worry about the implications of
looming federal deficit reduction efforts and the policy and financing implications for Medicaid and states.

These findings are drawn from the 11% consecutive year of the Kaiser Commission on Medicaid and the
Uninsured {(KCMU) and Health Management Associates (HMA) budget survey of Medicaid officials in all 50
states and the District of Columbia. The annual survey tracks trends in Medicaid spending, enrcliment and
policy initiatives with data for FY 2011 and FY 2012. The report provides detailed appendices with state-by-
state information as well as a more in depth look through case studies of the Medicaid budget and policy
conditions in Minnesota, New York and Tennessee. Key findings from the survey are highlighted below.

As a result of the recession, states experienced robust Medicaid spending and enroliment growth in FY 2011,
but states are projecting lower growth for FY 2012 (Figure ES-1). Medicaid spending increased on average by
7.3 percent across all states in FY 2011 —very close to original projections of 7.4 percent growth. For FY 2012,
legislatures authorized spending growth that averaged 2.2 percent, one of the lowest rates on record. Eleven
states projected actual spending decreases. In w—
some cases, these projections may understate
actual spending increases for FY 2012 given
that Medicaid officials in over half of the states
reported a 50-50 chance of a Medicaid budget
shortfall and almost one-quarter indicated a
Medicaid budget shortfall was almost certain
for FY 2012.

72%  13%

Enrellment growth, which drives spending
growth, averaged 5.5 percent in FY 2011,
somewhat lower than the 6.1 percent growth p
rate projected at the start of FY 2011. For FY I~1.i@?‘)’b‘4% 4

2012, states projected that the rate of 1599 1% 2000 WOL 02 2003 04 05 206 07 08 268 s 2011 :08s
MOTE: Enrotiment percentage changes fram June to June of each vear, Spending growth percentages in swté fiscal year,

enrollment growth, on average, would SIOW TO | sounce seariassmnnen e 2610 osta smopsnor, Kesns, Feuany 1. Spering Dets rom Ko Aoty of

CIAS Form &4 Data for Historie Medicaid Growth Ratet, FY 2011 and FY 2002 dita based on {CWU survey of Wedicaid
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Increased federal assistance through the ARRA enhanced Federal Matching Percentage (FMAP) reduced the
state share of Medicaid costs in FY 2009 and FY 2010, but the expiration of these funds means large
increases in state funding for Medicaid in FY 2012. From October 2008 through June 2011 states received
federal fiscal relief from ARRA in the form of an enhanced federal match rate for Medicaid. These funds
helped states support state budgets and their Medicaid programs. The ARRA enhanced FMAP reduced the
state costs for Medicaid by increasing the federal share, resulting in an average decline in state spending for
Medicaid of 4.9 percent in FY 2010, following a drop of 10.9 percent in FY 2009. These were the only two
declines in state annual spending for Medicaid in the program’s history. As the ARRA enhanced FMAP began to
phase down over the final two quarters of the 2011 state fiscal year, state spending increased on average by
10.8 percent for FY 2011. ARRA funds expired entirely as most states began FY 2012 when federal matching
rates returned to statutory calculated levels. As a result, state spending had to be increased to replace the
enhanced federal funds, contributing to large increases in state spending for Medicaid of 28.7 percent in FY
2012,

Nearly every state implemented at least one new Medicaid policy to control spending in FYs 2011 and 2012,
but many stotes also implemented some expansions in eligibility and home ond community based long-term
care (ES-2). In FY 2011, 47 states implemented at least one hew policy to control Medicaid costs and 50 states
planned to do so in FY 2012. Most states reported program reductions in multiple areas. Highlights of
Medicaid policy changes for FY 2011 and FY 2012 include the following:

Arrao1l  Badopted FY2012

Stateswith Expansions / Enhancements

e
!

States with Program Restrictions |

HOTE Pam parvey rasin Taketa not Criens 2w Inpiemarred, #n
induc reve catm A any provide or beesss ko cursng ditar o baasiels.
STURIT: M ey o S s 30 sietesend oy et

ier paymard.

* The ARRA and ACA MOE provisions prevented states from restricting their Medicoid eligibility
standards, methodologies or procedures, and despite tight budgets, many states reported eligibility
expansions or enrofiment simplifications. Thirty-three states in FY 2011 and 22 states in FY 2012
reported moving forward with positive eligibility changes. Minnesota joined Connecticut and the
District of Columbia in implementing Medicaid coverage for childless adults under a new option in the
ACA and several other states expanded coverage to this population through 1115 waivers. More
states opted to cover legal immigrant children and pregnant women living in the United States for less
than five years (the “ICHIA” option)" and several states also moved to expand coverage for family
planning services (oftentimes using new authority in the ACA to do so through a state plan

" Taking its name from the earlier proposed Immigrant Children’s Health Improvement Act (ICHIA).
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amendment instead of a wavier). 1n addition, many states reported efforts to streamline their
enrollment processes in FY 2011 and FY 2012. More states reported new or enhanced abilities to
apply or renew Medicaid coverage through on-line applications, implementation or expansion of
Express Lane Eligibility, and changes to administrative and passive renewals. A number of these
changes help states qualify for performance bonus payments enacted as part of the Children’s Health
Insurance Program Reauthorization Act. Two states made notable eligibility restrictions that are
allowed under MOE exceptions for expiring waivers {Arizona) and for coverage of adults with incomes
above 133 percent of poverty in states with budget deficits {Hawaii, for January, 2012 pending
approval).

« As in previous years, provider rate restrictions were the most commonly reported cost containment
strategy. During economic downturns, states tend fo freeze or reduce provider rates, but often
restore or enhance them when conditions improve. A total of 39 states restricted provider rates in FY
2011 and 46 states reported plans to do so in FY 2012. A number of states, however, increased or
imposed new provider taxes that mitigated provider cuts in some cases. States must balance the goal
of contralling costs through provider rate cuts with the need to comply with the federal requirement
to ensure that provider rates are sufficient to maintain adequate provider participation and access to
services for enrollees. On October 3, 2011, the Supreme Court heard oral arguments in a group of
cases from California that challenged reimbursement rate reductions. The court will be ruling on the
narrower question of whether Medicaid providers and beneficiaries should be allowed to bring this
lawsuit seeking to enforce federal Medicaid law. [n May 2011, the Centers for Medicare and Medicaid
Services {CMS) issued a proposed rule that would, for the first time, provide federal regulatory
guidance regarding what states must do to demonstrate compliance with Medicaid's statutory access
requirements.

» States continue to restrict benefits and implement cost containment strategies focused on
prescription drugs. Eighteen states in both FYs 2011 and 2012 reported eliminating, reducing or
restricting benefits. Elimination of, or limits on, dental, therapies, medical supplies and DME and
personal care services were most frequently reported. Over the past decade, almost all state Medicaid
programs have made substantial changes in their pharmacy programs by employing a variety of
sophisticated pharmacy management tools including preferred drug lists (PDLs), supplemental rebates,
prior authorization and other utilization management efforts. States continue to implement and refine
these strategies. Many states are also looking at new reimbursement methodologies for prescription
drugs and implementing initiatives that focus on specialty drugs which represent a large and growing
share of prescription drug spending.

e There is a notable increase in the number of states raising or imposing new copayments on
beneficiaries. Copayments are currently required by most state Medicaid programs for various
services - particularly prescription drugs for adults. States are generally permitted to impose nominal
copayments on services for certain beneficiaries, although the Deficit Reduction Act (DRA) allowed
more flexibility under certain circumstances. Most children on Medicaid have been exempt from
paying copayments under federal law, Five states in FY 2011 and 14 states in FY 2012 increased
copayment amounts or imposed new copayments. In contrast, only one state did so in FY 2010. Most
copayment changes were for pharmacy and emergency room visits, although a few states, including
Arizona, California and Florida are requesting broader authority through waivers to impose
copayments beyond nominal levels and to exempt populations. A recent Federal Court of Appeals
decision guestions the authority of the Secretary to use waiver demonstration authority to allow states
to impose copayments, which may affect how CMS will rule on these pending waiver requests.
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s States continue to re-orient the delivery of long-term care to shift care away from institutions and
into community settings. Thirty-two states in FY 2011 and 33 states in FY 2012 took actions that
expanded LTC services (primarily expanding home and community-based service (HCBS) programs).
Conversely, a total of 14 states in FY 2011 and 11 states in FY 2012 took action to restrict LTC services.
The ACA included a number of new long-term care options designed to increase community based
long-term services and supports. Most states are still undecided as to whether to adopt these options,
although four states were moving forward with the State Balancing Incentive Payment Program
(Connecticut, Missouri, New lersey and Rhode Island) and three states planned to implement the
Community First Choice Option (Alaska, Rhode Island and Washington). By 2012, 43 states reported
that they had implemented or plan to implement the Money Follows the Person Rebalancing
Demonstration (with funding extended by the ACA).

States continue to adopt policies to expand managed care and enhance quality. Seventeen statesin FY 2011
and nearly half (24 states) in FY 2012 reported that they were expanding their managed care programs
primarily by expanding the areas and populations covered by managed care programs. Some states including
Kentucky, Louisiana, New Jersey, New York and Texas are implementing either new or significant expansions of
comprehensive managed care programs. States are also expanding the use of disease and care management
programs and patient centered medical homes to help coordinate care and focus on high-cost and high-need
populations. States are using managed care as a vehicle to implement quality and performance strategies such
as tying payment or default enrollment to performance and adding quality measures for reporting.

New initiatives related to systems of integrated, coordinated care to serve dual Medicare — Medicaid
eligibles were a top priority in FY 2011 and FY 2012. The ACA created two new offices {the Medicare-
Medicaid Coordination Office and the Center on Medicare and Medicaid Innovation) that are working with
states to facilitate new approaches to improve the care for this population. In April 2011, CMS awarded $1
million in planning contracts to each of 15 states for the development of integrated systems to serve dual
eligibles. In July 2011, CMS released guidance that it would assist additional states in developing payment and
delivery systems that would facilitate the coordination and integration of care for duals. Many states, including
several of the 15 states who received contracts in April 2011, indicated that they had planned to submit
proposals. Since the time of the survey, CMS has announced that 37 states have submitted letters of intent
related to the opportunities announced by CMS in July 2011.7 Tied to the grants and guidance and other state
efforts, several states reported efforts to implement or expand managed long-term care programs for duais
and other long-term care populations including New York, Tennessee, Texas, and California.

A number of states are pursuing Section 1115 Medicaid Demonsiration Waivers to make program changes
not otherwise ollowable under federal Medicaid law. The majority of states with waiver plans reported
significant delivery system and/or provider payment reforms for broad or targeted populations including duals
or individuals with disabilities and special health care needs. Some states have approval from CMS for certain
program changes or have applications pending; other states are still developing proposals and have not yet
submitted formal applications to CMS.

Over the next few years, states will be required to implement significant health information technology (HIT)
changes. Four major HIT initiatives are common across most states, with timelines for implementation that
are driven by national deadlines: Medicaid Electronic Health Record (EHR) certification and incentive
programs; major upgrades to claims payment systems; updates to the coding system for medical claims, and
implementation of health reform in 2014, which requires major Medicaid IT development, particularly for
Medicaid eligibility systems, and integration with new systems developed for state Health Insurance

2 Eor more infermation, including a fist of states that submittad letters of intent, see: hitp://www.cms govimedicare-medicaid-
ceordination/Downloads/StatesSubmittinglettersofintentFinancialAlighmentModels. pdf.
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Exchanges. In addition, states are also using data systems to monitor for fraud and abuse to assure the highest
level of fiscal and program integrity.

As states continue to grapple with historically difficult budget conditions, they must also plan for the
implementation of the ACA which envisions new roles for Medicaid and for states. Under health reform,
Medicaid will be expanded to cover nearly all individuals with incomes below 133 percent of poverty resulting
in a large adult expansion in most states. Medicaid officials are playing a lead role in preparing for health
reform implementation, in many cases alongside insurance commissioners. While reform presents the
opportunity to dramatically reduce the number of uninsured, states identified a number of concerns related to
ACA implementation including the fiscal impact of health care reform, tight implementation timelines, lack of
clear federal guidance, limited staff and administrative resources, the need to streamline eligibility and
coordinate with new exchanges, systems and IT issues, provider access issues, and political challenges in states
with significant ACA opposition. State officials also discussed some of the issues and gquestions associated with
transitioning to the new Modified Adjusted Gross Income {MAGI) eligibility methodology. {Concerns about
MAGI were largely raised prior to the release of a proposed rule on these issues by CMS on August 4, 2011).
To help develop new eligibility systems, three-quarters of the states indicated that they would take advantage
of the new 90 percent federal match rate for eligibility systems made available under a final CMS regulation
adopted in April 2011.

Looking to the future, Medicaid is poised to play a greater role in heaith care coverage, to lead the way in
innovative payment and delivery models, and to remain front and center in state and federal budget
discussions. Despite the intense focus on cost containment efforts due to unrelenting fiscal pressure,
Medicaid directors pointed to a range of program improvements and strategies now underway particularly
related to care delivery and payment systems. These initiatives are designed to improve the program in the
near term and to better position the program for the ACA required eligibility expansions to cover more low-
income Americans. However, as states take on the immediate challenges of running their programs and look
to the implementation of health reform, they raised concerns that federal discussions related to debt and
deficit reduction might achieve federal savings by shifting more Medicaid costs to states, thereby
compromising their ability to move forward. In many ways, Medicaid programs have proven to be a resilient
part of the nation’s health care infrastructure, innovating and adapting to opportunities afforded by an
evolving health care system and implementing new provisions of federal law while heolding down cost
increases. The current challenges may appear daunting, but Medicaid directors communicated that they and
their programs are poised for a greater role in health care delivery and are committed to assuring access to
high quality care delivered in the most effective manner possible.
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